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I-Introduction
The study of racial discrimination in the Brazilian economic literature has been increasing in volume since the 90's. In 2004, Campante, Crespo and Leite revised the estimated model from Soares (2000) by including new controls leading to a different profile for the Brazilian discrimination. Based on the international literature on the topic 2 they included variables such as educational level of parents due to a strong pattern of intergenerational transmission of education in the country as previously stressed by Lam (1999) . The authors show that adding mother's education as an additional explanatory variable turns out the results found in Soares (2000) reducing the discrimination component of wage differentials. They also have identified and quantified racial discrimination between whites and non-whites in the Brazilian labor market using decomposition methods as suggest in Juhn, Murphy and Pierce (1993) that allow them to disentangle the part of the difference attributable to discrimination within the labor market 3 from what is associated with different individual characteristics and/or differences in how the market remunerate individuals with similar characteristics. In this sense, some of the race issues being attributed to the labor market are in fact more closely associated to other instances, such as educational inequalities and their intergenerational transmission. However, parent's education is not exogenous because individual's schooling is, according the literature of intergenerational transmission, function of parent's schooling.
Regressing wages on both individual's schooling and parent's schooling without control possible endogeneity (correlation) of variables may lead to biased estimates and consequently dubious results. Campante et al (2004) have also discussed the importance of the Brazilian asymmetries between regions to explain the determinants of the wage differential in the labor market. This issue was discussed in Cavalieri and Fernandes (1998) , where metropolitan areas were studied separately and in Soares (2000) where the inclusion of regional dummy variables in his model had reduced the estimated discrimination effect. This procedure, however, only deals with different intercepts across regions, with no attention paid to the possibility that the full set of parameters may vary across regions. Estimating different models for Southeast and Northeast, Campante et al. (2004) found that the labor market seems to be a much more important locus of the racial issue in the Southeast than in the Northeast, especially when mother's education is included in the analysis. They also pinpoint an important role for the status of public sector workers in determining the discrimination term. By separately analyzing the labor market, they found that black individuals are relatively better off working for the public sector when compared to white individuals. 2 In this regard, see Altonji and Black (1999) . 3 In the sense of different payments for individuals with identical productive characteristics, in identical jobs
The present paper intends to go further in the some aforementioned directions, focusing in the intergenerational transmission of human capital and focusing in the effect of the quality of the school on individual's education. First we will recompute the model used by Campante et al (2004) in order to present the magnitude of a possible bias while estimating the model without instruments for individual schooling due to its correlation with mother education by using
Two Stage Least Squares method instead of a Ordinary Least Squares. Later, we will instrument schooling with family background and ability test while attending schools by each Brazilian Municipality segmented in public and private schools. The method allows us to study in what stand black workers, which are more likely to experience some financial constraints affecting their educational choices, can be in a lower position in the labor market and consequently reaching lower wages. Pre-market human capital difference determines inequality of opportunities in the labor market and consequently explains part of the wage gap that is constantly wrongly attributed to racial discrimination. Besides, we intend to compare workers with similar characteristics in identical sectors. The analysis will be held only for urban areas and also separately for Southeast and Northeast 4 with data collect by the national representative household survey of 1996.
In order to present and discuss these results, the paper is organized as follows: Section II presents the methodology and the adopted specification, relating them to the existing literature on the topic. Section III briefly describes the data while section IV features the obtained results. Finally, Section V concludes.
II-Specification and Methodology
Before specify the model or the methodology, it's necessary to define what it will be defined as Discrimination in the paper. Reviewing the literature of racial discrimination we found that authors usually define labor market (racial or gender) discrimination as a situation in which persons with similar characteristics in the same sector/occupation are treated unequally due to their observable characteristics.
However, even controlling by many observable characteristics it's very difficult to measure two important unobservable characteristics that could lead to different wages in the labor market such as individual's ability or jobs satisfaction. Some authors, as Clark (2004) , take individual's ability or jobs satisfaction as a proxy of utility at work and consequence wages can be determined by theses variables. Clark argues that workers in some jobs can do enjoy their jobs making more effort in the jobs being reward with better salaries 5 that can be misunderstood as discrimination due to lack of information. However, it's also possible to think that the utility of work is, in fact, a function of earnings because both black and white workers in a given sector could have the same preference and taste but been rewarded in a different way due to their race.
In absence of such variables as suggested by Clark and assuming that utility is a function of earnings, Campante et al (2004) shows that the presence of mother's education in the model reduces the importance of race effect in the wage gap differential. In general what author's identifies as labor market discrimination should be credited to the heritage of educational inequality and its racial component by the inclusion of mother's education as an additional variable. However, they do not take in account that the unobservable in the earnings equation cannot be assumed independent of the effort variables as schooling. Adding mother's education, which has a direct effect either in schooling or in earnings, could bias the coefficients of the observable variables. Consequently the use of valid instruments is needed to have non-bias estimates of the race discrimination.
In addition to this, any of Brazilian literature papers discuss the effect of the quality of the school on the determination of individual's education. Individual's wage is normally determined by 'circumstances' (race, gender) and 'efforts' (schooling, migration) they are faced with. For example, individuals from poor families are more likely to experience some financial constraints affecting their educational choices and consequently, educational choice or/and earnings are inherited from their parents. Bourguignon, Ferreira and Menendez (2003) had discussed the effect of the demand for schooling (how much parents invest in their children) conditionally on their own characteristics finding that the inequality of the observed opportunities (inequality of circumstances) accounts for approximately 8-10 percentage points of the individual's earning Gini coefficient. The authors' deal with the endogeneity of efforts and the absence of adequate exogenous instruments to deal with it, by estimating some bounds inspired by Manski and Pepper (2000) . In this paper, we suggest an average of the proficiency test of primary students while attending public or private schools by each municipality and also average level of satisfaction with the school by each municipality, as well parents level of education, as valid instruments to deal with the endogeneity of efforts.
The proficiency tests and level of satisfaction are really exogenous 6 while parents' education will be assumed to be exogenous but it's not necessary a good instrument. Instrumenting 5 It is the idea of tournament models presented in Lazear and Rosen (1981) and Lazear (1998) . 6 See Card (2001) .
individual schooling by family background (parents education), proficiency tests and school satisfaction we are able to separate out the impact of the instrument and of the variable it is instrumenting for, because family background can be an independent determinant of earnings by itself. The instruments allow the estimation of unbiased coefficients for 'circumstances' that, without instrumentation, can be misunderstood, for example, as discrimination.
The central idea of the paper is to determine how much of the observed wage differentials between races are due to labor market discrimination or inequality of opportunities (circumstances). The proposed methodology will follow the steps presented in Campante et al (2004) and in Bourguignon et al (2003) but controlling possible endogeneity of schooling by using instrumental variables estimating a Two Stage Least Square model to deal with the potential bias due to the individual's schooling endogeneity. We are going to bypass the discussion of 'discrimination' or self-selection bias because we are looking only for workers that are already in the labor market without take in account potential workers that could be in the market. We understand that it could have mixed concepts, but because we are interested in explain the observed wage gap we decide to not correct potential selection bias using Heckman methods, paying attention only to the endogeneity of education.
II.a Intergeneration transmission
In Brazil 7 , around 51% of the total population is white 8 but on average, the household per capita income of households headed by white is 129% higher than household incomes of households headed by blacks. Besides, blacks headed 70% of the poorest households in the country. As consequence blacks are more likely to make their educational choices faced to limited resources.
Lack of resources is only one possible channel of transmissions of values from parents to children. The literature presents the confidence of the parents in the public educational system as another, extremely, important issue that could explain part of the intergeneration transmission. Important questions raised in the literature can be resume by 3 questions: Are the schools prepared to cover all demand from the Brazilian population? How does parent's education affect children's education? How much parents invest in their children?
According to Black et al. (2003) Chevalier (2004) shows that the effect of the potential endogeneity of income and its correlation with education can bias all results from the children's schooling choice.
Despite the consensus of the importance of parent's education to children's education, a new educational policy is not the fastest way to improve education for future generations. The level of education does not change as much as we expect from generation to generation for both whites and blacks in Brazil. Velez et al. (2001) confirms the strong demographic inertia in Brazil showing that improvements in the school system take long to translate into more education for the population as a whole.
In addition to this, another possible channel of transmission is the effort of the individual to reach a given level of education. It's the same idea presented in Clark (2004) where individuals that enjoy their school can make more efforts to reach higher levels of education and also, individual's ability can explain why some reach higher level of education than others even when they are faced to same financial constraints. We can take individual's ability measured by proficiencies tests of Portuguese and Mathematics of students from primary schools (both public and private schools) by municipality, as well the overall level of satisfaction with the school as a proxy of utility of schooling that determines the educational level reached.
In Brazil, these variables, satisfaction and proficiency, are very important because in the beginning of the century, schools were privilege of the aristocrats (whites/riches). Another interest point discussed by Campante et al (2004) is the absence of 'discrimination' between workers from public sector in Brazil. In other terms, the public sector demand workers with pre-determined characteristic of schooling and experience without take race as factor of hiring someone. The admission of public sector is based on qualifying examinations at national or regional level. In that case, race is not a criterion to determine the salary except in case of promotion not based in examinations.
As the public sector careers block wage discrimination, this might point to discrimination at work in the private sector. Along with the fact that being regularly inscribed in the social security system (com carteira) has a more severe impact on whites as suggested in Campante et al. (2004) , it may have a mechanism of discrimination at work concerning the insertion of individuals into the labor market. Following these steps, we focus our attention in a sub sample of workers in the same sector to measure the degree of discrimination in the labour market for a given sector. In one hand, we can control any type of noisy or bias coming from education inequality or inequality of opportunities because our sample comprises workers with similar characteristics. In other hand, we are not able to measure any type of discrimination in the access to this job, i.e., we do not take in account any possible discrimination during the process of insertion of workers in the labour market.
II.c Methodology
The literature of the causal effect of family background on the child's educational attainment has relied on different identification strategies as presented by Behrman and Rosenzweig Plug (2004) or Black et al (2004) . In the proposal model there aren't any interest to find a causality effect of parental education, individual's ability or school satisfaction on child schooling but only to control their effect during the estimation of parameters in the wage equation.
The easiest way to deal with the endogeneity of individual's schooling is by using instrumental variables in a Two Stage Least Square model (2SLS). To avoid all types of sophisticated notation and asymptotic approximations, we present the simple special case.
Consider the structural equation:
where w is the wage of the individual, Ed its educational level, Z is a vector that contains ParEd -parents education, PT -average of the proficiency test at the municipality level and ST -average satisfaction of students at the municipality level (instruments) and X a control vector with other individuals characteristics such as race, age, experience, occupation and sector of activities and demographic characteristics as states dummies or regional dummies. ε and ν are unobserved error vector.
Assuming that Z is correlated with Ed and not with ν, it is possible to conduct non biased inference on β and γ 1 . The identifying assumption is that the exogenous variables do not appear in the wage equation. The reduced form of the model is written by 9 :
Despite the relevance of the 2SLS model of instrumental variables, we decide not only to look at the discrimination coefficient that comes out of the previous model by setting a dummy variable if white in the model. Following some steps from Bourguignon et al. (2002) we are going to simulate the potential earnings of blacks under the hypothesis that they are paid as whites. With that in mind, our methodology is an adaptation of the Oaxaca-Blinder procedure (Oaxaca, 1973 and Blinder, 1973) . Subscribing W for whites and B for blacks we will model separately whites and blacks in order to estimate "prices" for both population groups and then use white's parameter estimates on black's characteristics to estimate what would be the wage of blacks if they were paid as whites. Mathematically the simulation is defined as: Andrews et al. (2004) for further details on the model specification.
Furthermore, after estimating the counter-factual from equation (3) by changing only the set of parameters in the wage equation, it's easy to compute the wage gap differential by the following decomposition:
The first term on the right-hand side corresponds to the part of the differential to be ascribed to characteristics, since it presents the comparison between estimated wages of the two groups of individuals under the same parameters, which is named as characteristic effect. The second term, on the other hand, is about how much the wages of black individuals vary due to these parameters. This is dubbed the price effect, which tells us how differently are rewarded the characteristics of white individuals, relative to black individuals. In the case of equation 4 the decomposition is not so simple because it mix both price and characteristics effect. It will be called the overall effect.
In addition to the decomposition, the proposal technique allows us to compute the wage density distribution of the counter-factual because it deals not only with the average characteristics as Oaxaca-Blinder approach but also with the whole distribution of wages.
III. Data characteristics
The used data was extracted from the PNAD (Pesquisa Nacional por Amostra de Domicílio), the main household Brazilian Survey, that is an annual household survey conducted by IBGE (Instituto Brasileiro de Geografia e Estatística) collecting information about 100,000 households and 300,000 individuals per year. The sample is representative for the whole country except rural areas from North Regions that comprises the states of Acre, Amazonas, Rondônia, Roraima, Amapá, Pará and Tocantins.
The choice of 1996 is due to the fact that it's the more recent year in which the survey has included a supplement with information of parents' schooling of the household head and spouse that allow us study the intergeneration transmission of schooling from parents to children. The sample will be also limited to household heads, spouses, and their children.
Others members will be excluded due to unavailability of information regarding their parents.
We also exclude the domestic workers, self-employed and the employers because our scope is naturally limited to those who can be discriminated against by their employers.
The proficiency test and school's satisfaction data is collect every 2 years by the Instituto Nacional de Estudos e Pesquisas Educacionais Anísio Teixeira -Inep/MEC since 1990. The survey is well-known as Sistema Nacional de Avaliação da Educação Básica (Saeb). The Saeb collect information about students, teachers and principals from private and public school around the country. They evaluate students from primary and secondary schools by applying proficiency tests in Portuguese and Mathematic while attending schools. The 2003 sample collect information of 300,000 students, 17,000 teachers, 6,000 principals in 6,270 schools from all 27 Brazilian states. The data used in this paper is the average of the proficiency test and school satisfaction of 2001 and 2003 (pooled) by each municipality in all 27 states that are presented in the PNAD sample. The final data set contains only municipalities that are considered representative according to the PNAD sample.
The sample will be restricted to individuals that finished their schooling aged 25 to 45 years old that have finished their studies. The final restriction regards those individuals living in rural areas, which are fully excluded due to unreliability of the income data for these areas, as pointed out by Ferreira et al. (2000) .
It is also important to stress that upon studying discrimination we decide to keep the IBGE definition of race that was tested by many specialist in 1997 and 1998 without finding any significant result to change IBGE definition.
IV. Results
During the 90's, we observed an important valorisation of the 'Black Culture' that affect the distribution of pardos and blacks' in Brazil. The percentage of pardos decreased for the first time since the 40's. Defining both pardos and blacks as blacks the Brazilian population comprises 45% of blacks, 54% of whites and 1% of orientals or indigenous people. Breaking down the country by regions, the Northeast and Southeast represent around 70% of the population while 69% of the Northeast population is blacks while 34% in the Southeast.
On average, the schooling of workers aged 25 to 45 years old in urban areas measured by years of schooling, is 38% higher for whites than blacks, 8.3 and 6 respectively. Whites average earnings are almost the double of blacks while the hours worked is quite the same.
Center-West has the smaller wage gap in the country while Southeast the higher wage gap. 
IV.1. Results of intergeneration transmission
Comparing Campante et al (2004) findings with our proposed method of instrumental variables we found that due to the endogeneity of mother's education (parents) and individuals schooling, their estimates are over biased. Firstly, we reproduced their main result of 26% of the wage gap determined by prices differences, i.e., the race discrimination effect would explain almost 1/4 of the Brazilian wage gap. However, only instrumenting individual schooling by mother's education the racial discrimination effect drop 15 points reaching 11% of the wage gap, i.e., the importance of the characteristics turns out to be more important than prices. It's important to remark that family background has also a direct effect on earnings and consequently more instruments are needed to really capture the price effect as we are going to do later on by adding ability tests. Regionally, instrumental variable methods lead to an increase of 19% or 16% in the characteristic effects, respectively to Southeast and Northeast. instruments directly in the wage regression, the race elasticity is also significant, 0.186, but it's sort out as being more important than schooling, 0.107. Both methods give us significant effect of racial discrimination but IV estimate of 0.124 is statistically different of 0.187 (pvalue 0.0023). As we would expect from the international literature (Altonji and Black, 1999, p. 3161) , the discrimination term is reduced 11 by the addition of a good measure of intergeneration transmission/school quality. In other terms, the estimate of 0.124 has the following meaning: assuming that everything remain unchanged except the fact that blacks will be paid as whites, i.e, their average earnings will increase 0.124 reducing the wage gap of 0.53 to 0.406 (23.4%). The fact of have higher coefficients of schooling by using instruments is remarked by Card (2001) , which suggests that marginal returns to education among the subgroup of low educated workers is relatively high, reflecting their high marginal costs of schooling rather than lower ability that could limit their return to education. Now we can verify how is the profile of discrimination at a regional level. We are going to proceed with a similar model from above using 2SLS but analyzing the Southeast and the Northeast separately. As stressed before, these are the two most populated regions on Brazil illustrating a case in which the majority of the population is white (Southeast) and another one in which the majority is black (Northeast) besides the higher level of economic development in Southeast. By running equation (2) separately for both regions, we estimate a much lower elasticity of race in Northeast -0.071 -than in Southeast -0.177 12 -as expected but in the Northeast is not significant at 5% level. Observe that in the Southeast even controlling the endogeneity of education, race seems to be more important than schooling highlighting the discrimination effect ('circumstances') in the Southeast. The result presents a quite distinct profile for each region: on the one hand, the Southeast features a discrimination term that is greater than the national average; the Northeast, in contrast, illustrates a situation in which discrimination is much less present. These results confirm previous findings of Campante et al (2004) in which race discrimination seems to be more important to explain wage differences in Southeast. In this case, the coefficient of race in the One possible explanation to the lower discrimination effect in Northeast could be correlated to the higher proportion of blacks in its population. In this interpretation, more blacks workers may lead to less discrimination because they have more bargaining power in the labor market.
To conclude this section, controlling the endogeneity of variables in the model, we show that the discrimination effect in the labour market is smaller than previous findings as in Campante et al (2004) . Moreover, the schooling effect is underestimated in presence of endogeneity, meaning that the differences in characteristics of workers plays a role more important to explain the wage gap between blacks and whites than the race per se. In other terms, blacks are more often in low skill jobs due to their lower level of schooling and consequently reaching lower wages. It's the inequality of opportunities explaining part of the wage gap.
IV.2. Micro-simulation
In order to decompose the wage gap between price and characteristics ('circumstances') effects, we run the micro-simulation method following Bourguignon et al (2002) . As described by equation (3), we can simulate what would be the wage of blacks if they had similar prices of whites in the wage equation (model 1). Then, a second counterfactual can be generated by using equation (4) that first simulate what would be the education of blacks if the transmission of schooling from parents to children followed the same mechanism of whites (due to the fact that the proficients tests and school's satisfaction are fixed by municipalities) and then, if they have similar prices of whites in the mincer type equation (model 2). As described in section II, we must estimate first the set of parameters and residual, separately, for both black and whites 13 . (3) and (5) while the bottom end the overall decomposition (equation (4)) that combines prices and characteristics. In the upper part, the column (e) is the part of the differential ascribed to the characteristics, ∆ 1 , while the column (f) is the part ascribed to the prices, ∆ 2 . The price effect (equation 3) explains 18% of the wage gap (column g) confirming that characteristics of both blacks and whites workers is much more important to explain the wage gap than discrimination. By estimating the counterfactual by region, we observe that in the Northeast the price effect is quite small, only 2%, confirming that the null effect of discrimination per se while in the Southeast, where prices explain 27% of the gap, the racial locus in much more important than in Northeast.
In addition to this, if the intergeneration transmission of blacks had the same mechanism of 13 Demand coefficients to author if necessary.
whites (same coefficients), the remained wage gap falls because we simulate not only the effect of prices but also the circumstances by increasing blacks schooling. The combined effect (Overall effect) reachs 56% (3 times more than only prices) of the wage gap meaning that whites and blacks education is sensible to the mechanism of transmission from parents to children. Following the literature, financial constraints and lower parent's education seems to be some edge that is very difficult for blacks to get through. In the Southeast the overall effect is again higher than in Northeast meaning that in the Southeast the inequality of opportunities (basically education inequality) is one of the determinants of the wage gap that can be misunderstood as racial discrimination. (3)) the black wage's curve shift slightly right representing the small effect of prices presented in table 7 (figures 1). Then the counterfactual generated by equation (4) shifted the curve more intensely to right becoming closer to the white's curve (figures 2). It means that the remained difference not explained by our model would be determined basically by the sectoral composition and occupations distribution that whites and blacks have in the labor market or other omitted variable. Observe that the overall effect makes the counter-factual densities to lay down of whites curves mainly in the bottom of the distribution where we find a subgroup of blacks-low educated workers that have limited returns to education. While making possible to blacks to reach higher education by simulation they can reach higher wages. However, we do not explain the upper tail of the distribution meaning high skill jobs are exclusivity of white's workers. 
IV.2. Results of discrimination in similar jobs
Once we study the effect of the intergeneration transmission on the Brazilian racial wage gap, we are going to study the race discrimination by controlling our sample for individuals working in the same sector of activities. Our first set of results is built based on Campante et al (2004) suggestion that working for the public sector (55.8% of whites) is much more valuable for blacks relative to being in the formal sector (54.6% of whites). Observe in table 8 that the wage gap in the formal sector is higher than the other 2 sectors. Running a similar model of the previous section for each sector (public, formal and informal) we estimate nonsignificant race coefficient in both public and informal sector (47.6% of whites). The fact that race does not determine wage differences in public service it's explained by the fact that public sector careers block wage discrimination due to its admission procedure based on qualifying examinations. Besides, we do not observe significant race discrimination in the informal sector that is also a particular case, because 'circumstances' and 'efforts' (education, gender or race) are not determinants to enter in the informal sector. Be part of the informal sector is more a consequence of not finding a job in the formal sector, so both whites and blacks are in equal position.
As consequence, the private sector sort out as the source of discrimination in Brazil. Being regularly inscribed in the social security system (com carteira) has a more severe impact on whites than on blacks leading to a mechanism of discrimination at work concerning the insertion of black individuals into the labor market 14 that can be also associated to inequalities of opportunities as well discrimination. The access to jobs in the formal sector, and also earnings, is determined by circumstances as gender and race as well efforts (education) Going deeper in the formal sector (57% of whites) analysis, we divide workers from this sector into 3 subgroups according their levels of schooling (13 or more; 9-12; and 0-8). We estimate that 80.2% of workers belonging to the more educated group are whites. The percentage of whites in the formal sector is smaller in the second (60%) and in the third schooling group (51.5%). Estimating one model for each one of the educational groups we had significant race coefficients in all 3 models but at different levels. In the first (13 or more) and second (9-12) subgroups, education is not significant emphasising the role of race discrimination in the labor market to explain the wage gap between whites and blacks formal workers. The lower number of blacks in the sample can drive the estimated coefficient for the more educated workers, however the results founded for the two other groups confirms the race discrimination profile of the formal sector mainly for workers with 9-12 years of schooling. In sum, the Brazilian wage gap has different determinants according to the studied sample.
The intergeneration transmission seems to be transmitted from parents to children through the income channel related to financial constraints. It's the importance of selection or causation as mechanism of transmission. Combined with some measure of school quality, the intergeneration transmission plays an important role for human capital accumulation that can be translated in future wages while in the labor market. Using instruments we found that marginal returns to education among the subgroup of low educated workers reflects their high marginal costs of schooling because the estimated coefficients by 2SLS is always higher than by using a OLS. It highlights the importance of the inequality of opportunities that is commonly associated to lower levels of education of blacks. The results are in line with the evidence form the international literature on the topic of intergeneration transmission. By separately analyzing the labor market, it is possible to note that black individuals are relatively better off working for the public sector when compared to white individuals. As previously mentioned, this shed additional light on the presence of discrimination in the labor market in the private sector for formal workers. Wage disparities are better understood by looking at inequalities in terms of characteristics (inequality of opportunities) that can be wrongly defined as race discrimination in the literature. In the latter, we have a situation in which racial discrimination in the labor market is much more important in the Southeast than in the Northeast. The national profile is just in between the two extremes, hiding the regional diversity of the racial issue in Brazil.
V-Concluding remarks
The first important result from this paper is: without controlling possible bias due to endogeneity of schooling, Campante et al. (2004) had estimated higher levels of racial discrimination in Brazil than it should be. Removing the bias by instrumental variables, the Brazilian racial discrimination drops 15% reaching 11%. Regionally, it drops from 42% to 23% and 18% to 2% respectively to Southeast and Northeast.
Restricting the sample to workers aged 25 to 45 years old, we estimate whites' wages 69.9%
higher than blacks' wages in 1996. The estimated discrimination component of wage is around 13.2% (exponential of the race coefficient 0.124 from table 5) that is far from negligible in favor of whites. This rate is close to 12% found to US by Altonji and Black (1999) controlling for measures of education and experience using 1996 CPS data. In one hand, we found that pre-market human capital difference is basically responsible of the wage gap between blacks and whites. This part of the component of wage differentials is ordinarily attributed to labor market discrimination but it is actually explained by persistent educational inequalities between races. This event in more related to inequality of opportunities than racial discrimination in the market. In other hand, even controlling for individuals characteristics, the 13.2% wage gap due to racial discrimination could describe a "taste" for discrimination among firms or statistical discrimination as suggests Altonji and Black (1999) .
The Brazilian case shows different status of discrimination across regions meaning that the market is adaptive to the offer of workers they have. Moreover, the regional profile suggests that the racial issue is much more important in the Southeast than in the Northeast.
The use of instruments leads us to higher education coefficient estimates than in an OLS regression. Card (2001) explains that the marginal return of education reflects a higher marginal cost of schooling between low educated workers rather than lower ability that could limit their return to education. This is the case in Brazil where blacks are more often taking their decisions face to limited resources and consequently in the end they reach lower levels of education. The use of instruments allows us to conduct non-biased inference over the estimates of circumstances and efforts.
As Altonji and Black (1999), Junh et al. (1993) , our proposal method of analyses break the black-white wage gaps down into two components: part that is due to human capital differences between groups (such as differences in levels of ability, education, or experience), and the remainder-not explained by human capital differences, and therefore thought to be due to discrimination -how agent's are priced. Our decomposition analyses estimate that the price effect is around 18% in Brazil, 2% in the Northeast and 27% in the Southeast. By controlling and simulating the same mechanism of human capital accumulation the overall simulated effect reachs respectively, 56%, 47% and 72%. The Brazilian education inequality is one of determinants of the wage gap and some educational policies must be done to reduce this inequality. Policies should be aimed to equalize the gap between private and public school around the country, mainly in big cities. The higher effect of both prices and characteristic at the Southeast is explained by the fact that the region contains 3 important cities to the Brazilian economy: Rio de Janeiro, São Paulo and Belo Horizonte. Consequently, not only we observe higher inequality of opportunities but also higher gap between the quality of public and private schools and consequently the marginal effect of education reflects the high marginal costs of schooling in these regions.
Although discrimination within the labor market is usually the focus of the literature, this paper presents evidence according to which there is also a strong component of racial inequalities that stems from the process of insertion into the labor market. To illustrate this, we consider the case of workers from the public sector where race is not a selection criterion, and where wages are not subject to any racial screening. Given that, in comparison to other positions, like formal workers, working for the public sector means to the black individual that there isn't any significant racial discrimination. Their wages are only dependent on their educational level and position in the job. This fact exemplifies the barrier that is created by inequality in the access to education. The insertion of the blacks into the labor market is troublesome due to their low skill profile reflecting in their wages at the time they reach a formal job.
Our evidence suggests that blacks are in disadvantage in terms of qualification because they typically have lower levels of schooling leading them to a lower bottom position in the labor market. Then, as a snowball, there is evidence of discrimination in terms of insertion in the market because they are less likely to find formal jobs due to their educational levels; and finally, race discrimination at the time they got the jobs because they are paid differently, as was widely shown in this paper.
Another interest point to remark is the distinct profiles for wage differentials in the two analyzed regions (Northeast and Southeast), which is commonly smoothed in the national approach to the issue. We have focused the fact that the discrimination term is different, i.e., the Southeast estimated coefficient is more than the double of the estimated in the Northeast.
It seems unlikely that any policy be able to deal with the issue in a consistent manner whether ignores these regional differences. Policies should be substantially different in terms of their application and their target by taking into account the specific causes and consequences in each region.
As a general conclusion, it's quite clear that policies focusing on the issue of educational inequalities, with special attention to the intergenerational transmission of these inequalities, may help in fighting wage disparities between races in Brazil. Due to financial constraints blacks have less access to private schools, which are in general reputed as having better quality than the public system. Under this hypothesis, investing in the improvement of the quality of public education is warranted, as well as some investment in signaling this improved quality to the market because education by itself had a large impact on the access to the labor market, and on wages paid in it. In that sense, it's also necessary to increase the confidence of parents to the public education network because schooling is also a result of trust in the system. If the system is not attractive, parents may force children stop working to help them in the labor market. 
